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D ACTION 

1 . Claims 1 , 4-6, 8,10-11,1 3, 28, 31 -33, 35, 37-38, 40, 43-45 and 49-59 have been 
examined. Application 10/678,030 (METHOD AND SYSTEM FOR MANAGING 
REWARD REVERSAL AFTER POSTING) has a filing date 09/30/2003. 

Response to Amendment 

2. In response to Non Final Rejection filed 05/1 6/1 1 , the Applicant filed on 09/1 6/1 1 , 
a Request for reconsideration. 

Claim Rejections - 35 USC § 103 

3. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 

obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed 
or described as set forth in section 102 of this title, if the differences between the 
subject matter sought to be patented and the prior art are such that the subject 
matter as a whole would have been obvious at the time the invention was made 
to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was 
made. 

Claims 1, 4-6, 8, 10-11, 13, 28, 31-33, 35, 37-38, 40, 44-45 and 49-59 are 
rejected under 35 U.S.C. 103(a) as being unpatentable over Fowler (US 2002/0026348) 
in view of Sukeda (US 2002/0069169) and further in view of Churchill (US 7,461,022) 
and Faikowski (US 6,932,270). 

Claims 1 , 28, 33, 40, Fowler teaches: 

A system for managing reward reversals in connection with a loyalty 
program, comprising: 

A computer comprising: 
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control logic configured to receive information relating to a previously 
completed transaction that is to be reversed including a total value being returned and a 
total value of the previously completed transaction, the previously completed transaction 
being associated with an account linked to the loyalty program (see paragraph 23 "user 
behavior that change the earned rewards include product returns"); control logic 
configured to determine reversal information for the transaction 
to be reversed (see paragraph 23 "user behavior that change the earned rewards 
include product returns"). 

Fowler does not expressly teach wherein the reversal information determination 
includes determining that the total value of the previously completed transaction had 
earned an accumulate award, determining a new total transaction value to account for 
the total value being returned and determining if the new total transaction value earns 
any accumulated reward, governed by one or more rules including an expiration limit on 
when the previously completed transaction can be reversed and an override of the 
expiration limit, wherein the total value being returned is less than the total value of the 
previously completed transaction, control logic configured to use the reversal 
information to back out the accumulated reward earned for the previously completed 
transaction, control logic configured to restore any reward that was redeemed as part of 
the previously completed transaction, control logic configured use the reversal 
information to add any accumulated reward for the new total transaction value to the 
account, control logic configured to determine whether the account has a negative 
reward value; control logic configured to create an escrow account upon the reversal of 
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the previously completed transaction, the escrow account having the negative reward 
value, control logic configured to clear the escrow account upon one or more 
transactions completed after the reversal, and control logic configured to use the 
reversal information to reverse the previously completed transaction and update the 
account. However, Sukeda teaches that it is old and well known in the promotion art at 
the time the application was made to know that any card transaction that is subsequent 
reversed by a matching card transaction (e.g. return, adjustment, etc) may have its 
initial related rewards earning reversed (i.e. nullified). Also, even if that reverse 
transaction happened after the credit card account had issued a statement to the 
customer or the initial reward has been redeemed (i.e. restoring any reward that was 
redeemed), thus, it may be possible to have negative reward balance (see paragraph 
12). Furthermore, Churchill teaches that it is old and well known in the promotion art to 
hold earned points in "escrow" for some time (e.g. 30 days) upon issuance in order to 
account for any returns of merchandise or dispute charges (see Churchill col 22, lines 
30-5). Therefore, it would have been obvious to a person of ordinary skill in the art at 
the time the application was made, to know that Fowler would use escrow accounts to 
keep track of accumulation of number of products purchased or value of said product 
purchased due to products returns, as taught by Churchill in order to update an 
accumulation reward account when products are returned to a merchant (i.e. restoring 
any reward that was redeemed), as taught by Sukeda . 

Furthermore, Official Notice is taken that it is old and well known in the promotion 
art that vendors have expiration limits in allowing refunds (e.g. 30 days) and also that 
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Faikowski teaches that it is old and well known in the promotion to override the 
expiration limit of coupons (see col 19, lines 55-67). Therefore, it would have been 
obvious to a person of ordinary skill in the art at the time the application was made, to 
know that Fowler would modify his invention to override of the expiration limit of 
coupons, as taught by Fajkowski in order to provide better customer service. 

Fowler teaches a system where merchants create loyalty programs where users' 
behavior such as one or more purchases from a merchant, one or more purchases of 
specified goods from a merchant, one or more purchases of specified values from a 
merchant or a combination of these over a time period grants a user a reward (see 
paragraph 29). Fowler teaches that said rewards can be redeemed for cash, token, 
discounts on purchased products such as a coupon and where said redemption is 
premised upon any appropriate criteria, such as threshold point accumulation, threshold 
dollar value accumulation, acquisition of goods or services as stipulated by campaign 
rules (see paragraph 88). Therefore, due to the fact that in the Fowler 's system, 
merchants reward users based upon said users accumulation of purchasing of certain 
products, or product value or a combination, then, Fowler 's system tracks product 
returns and amount of returns (see paragraph 23) in order to keep track and update 
cumulative data, such as the number of transactions over time, the number and type or 
products purchased, purchases items and prices (see paragraph 23). Therefore, if for 
example, a merchant in the Fowler 's system creates a loyalty program with a threshold 
product count accumulation (see paragraph 88) of three (3) products for a period of time 
of one month to obtain a 10% discount, then, if for example, a user in the Fowler 's 
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system purchased three (3) products in a period of one month, such as product A for 
$10, product B for $20 and later in the month product C for $30, then the user's product 
count accumulation would be three and would have met the threshold product count 
accumulation (i.e. 3) which would allow said user to receive a 10% discount on a 
purchase product (i.e. $30 x 10% = $3). Because the threshold product count 
accumulation was met (i.e. 3) and the discount was redeemed, it would have been 
obvious to a person of ordinary skill in the art at the time the application was made, that 
Fowler 's system would reset the user's product count accumulation (i.e. escrow 
account) from three to zero as the reward was redeemed for said three purchased 
products. Therefore, if for example, later in time said user returns products B and C, 
then it would have been obvious to a person of ordinary skill in the art at the time the 
application was made, that the Fowler 's system would reverse the previous transaction, 
as the user did not purchase products B and C so said products cannot be counted in 
the user's product count accumulation and would return the user the purchased price of 
product B ($20) and the purchase price of product C ($30) less the discount of $3. It 
would have been obvious to a person of ordinary skill in the art at the time the 
application was made, that Fowler would subtract two products from the user's product 
count accumulation, which had a value of zero, therefore, storing a negative number 
(i.e. -2) (i.e. escrow account), which would simply means that the user would need to 
purchase two more products to meet the threshold redemption accumulation which is 
three, as the previous transaction was reversed due to the returns of products B and C 
and the user would be placed in the previous position where said user was, which was 
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that said user had only purchased product A and needed to purchased two more 
products to be able to redeem a reward. A product return simply means reversing a 
previous transaction. Therefore, it would have been obvious to a person of ordinary skill 
in the art at the time the application was made, to know that Fowler would modify his 
invention to keep track of any reward redemptions that have been granted and any 
credit card transaction that is subsequent reversed by a matching credit card 
transaction (e.g. return, adjustment, etc) would have its initial related rewards earning 
reversed (i.e. nullified), even if that reverse transaction happened after the credit card 
account had issued a statement to the customer or the initial reward has been 
redeemed (i.e. restoring any reward that was redeemed), thus, it may be possible to 
have negative reward balance, as taught by Sukeda in order to prevent customers to 
earn awards by purchasing a product and later, returning said product. Furthermore, it 
would have been obvious to a person of ordinary skill in the art at the time the 
application was made, to know that Fowler would modify his invention to keep track of 
any reward redemptions that have been granted in view that the claimed invention is 
merely a combination of old elements, and in the combination each element merely 
would have performed the same function as it did separately, and one of ordinary skill in 
the art would have recognized that the results of the combination were predictable. 
Claims 4, and 31 , Fowler teaches: 

control logic configured to determine whether the previously completed 
transaction that is to be reversed is eligible for reversal (see paragraph 23). 
Claims 5, and 32, Fowler teaches: 
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control logic configured to determine whether the previously completed 
transaction that is to be reversed is eligible for reversal, wherein the determination as to 
whether the previously completed transaction is eligible for reversal is made based on 
the one or more rules governing the loyalty program (see paragraph 23). 

Claim 6, Fowler does not teach: 

wherein the one or more rules governing the loyalty program includes a limit on 
number of times transactions can be reversed under the account. However, it would 
have been obvious to a person of ordinary skill in the art at the time the application that 
if Fowler keeps tracks of purchase transactions and product returns (see paragraph 23) 
that a customer would not be able to return more products that said customer bought in 
order to prevent to give free money to customers. 

Claims 8, and 35, Fowler teaches: 

wherein the one or more rules governing the loyalty program includes a policy 
provided by a sponsor of the loyalty program (see paragraph 19). 
Claim 9, Fowler teaches: 

wherein the one or more rules governing the loyalty program includes an order of 
precedence with respect to handling of two or more rewards involved in the previously 
completed transaction (see paragraph 20). 

Claims 10 and 37, Fowler teaches: 

wherein the previously completed transaction was conducted with a portable 
device (see paragraph 21); and 
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wherein the determination as to whether the previously completed transaction 
is eligible for reversal is made based on whether the portable device is presented for 
reversing the previously completed transaction (see paragraph 21). 

Claims 1 1 and 38, Fowler teaches: 

wherein the control logic configured to use the reversal information to reverse the 
previously completed transaction and update the account includes: 

control logic configured to update a reversal activity log after the previously 
completed transaction has been reversed (see paragraph 23). 

Claim 1 3, Fowler teaches: 

The computer is a point-of-sale device (see paragraph 21). 
Claim 1 6, Fowler teaches: 

control logic configured to update the account with information 
relating to any restored reward or adjusted accumulated reward (see paragraphs 23- 
26). 

Claim 44, Fowler teaches: 

wherein the control logic configured to use the reversal information to reverse 
the previously completed transaction and update the account comprises: 
control logic configured to determine a refund for the reversed transaction and store the 
history of the reversed transaction (see paragraph 23). 

Claim 45, Fowler teaches: 

wherein the computer is configured to operate offline (see paragraph 38 "batch 
processing"). 
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Claim 49, Fowler teaches: 

wherein the portable device includes a redemption level and an accumulation 

level. 

Claims 50-51 , Fowler does not teach: 

wherein the method further comprises using the reversal information and the 
computer to restore any reward that was redeemed as part of the previously completed 
transaction. However, the same argument made in claims 1, 28, 33, 40 regarding this 
missing limitation is also made in claims 50-51. 

Claim 52, Fowler teaches: 

wherein the one or more rules comprises a requirement of a purchase of six 
qualifying products for a reward of ten percent off a purchase (see paragraph 88). A 
merchant in the Fowler 's system creates a loyalty program with a threshold product 
count accumulation (see paragraph 88) which can be three (3) products for a period of 
time of one month to obtain a 1 0% discount or six (6) products. 

Claim 53, Fowler does not teach: 

the use of one count to continuously maintain the current purchase count while 
clearing the balance for return transactions by the use of a separate count. However, 
the same argument made in claims 1, 28, 33, 40 regarding this missing limitation is 
also made in claim 53. 

Claim 54, Fowler teaches: 
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wherein the point-of-sale device is configured to operate offline, such that 
information is periodically transmitted from the point-of-sale device to a host through a 
communication medium (see paragraph 70). 

Claims 55, 57, 59, Fowler teaches: 

control logic configured to record a purchase count, the purchase count 
corresponding to the value of stored rewards before and after the previously completed 
transaction (see paragraph 81 "Fowler stores time of transaction since of last purchase 
to determine cumulative awards"). 

Claim 56, Fowler teaches: 

wherein the wherein the portable device comprises an EEPROM (see paragraph 
83 "smart card with embedded electronic microchips"). 
Claim 58, Fowler teaches: 

wherein the portable device is wirelessly connected to the computer (See 
paragraph 83 "contactless smart cards"). 

Claim 43 is rejected under 35 U.S.C. 103(a) as being unpatentable over Fowler 
(US 2002/0026348) in view of Sukeda (US 2002/0069169) and further in view of 
Churchill (US 7,461 ,022), Faikowski (US 6,932,270) and Beach (US 2002/01 07738). 

Claim 43, Fowler does not teach: 

wherein a coupon has been provided to a portable device associated with the 
account, wherein the coupon is configured to be redeemed during a subsequent 
transaction, the method further comprising: removing the coupon from the portable 
device. However, Beach teaches that it is old and well known in the promotion art to 
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store coupon redemption information in a POS terminal so that if a customer returns 
merchandise to a retail location for a refund, the refund amount can be calculated taking 
into account any coupon redemptions that have been granted (see Beach paragraph 
39). Therefore, it would have been obvious to a person of ordinary skill in the art at the 
time the application was made, to know that Fowler and Sukeda would reverse coupon 
offers related to a requested refund due to a product return, as taught by Beach in order 
to prevent giving discounts to customers for returned products. 

Response to Arguments 
Applicant's arguments filed 09/16/11 have been fully considered but they are not 
persuasive. The Applicant argues that the prior arts do not teach Applicant's claimed 
invention, such as restoring a redeemed reward and improper hindsight was used. The 
Examiner answers that Sukeda teaches that it is old and well known in the promotion art 
at the time the application was made to know that any card transaction that is 
subsequent reversed by a matching card transaction (e.g. return, adjustment, etc) may 
have its initial related rewards earning reversed (i.e. nullified). Also, even if that reverse 
transaction happened after the credit card account had issued a statement to the 
customer or the initial reward has been redeemed (i.e. restoring any reward that was 
redeemed), thus, it may be possible to have negative reward balance (see paragraph 
12). Furthermore, Churchill teaches that it is old and well known in the promotion art to 
hold earned points in "escrow" for some time (e.g. 30 days) upon issuance in order to 
account for any returns of merchandise or dispute charges (see Churchill col 22, lines 
30-5). Therefore, it would have been obvious to a person of ordinary skill in the art at 
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the time the application was made, to know that Fowler would use escrow accounts to 
keep track of accumulation of number of products purchased or value of said product 
purchased due to products returns, as taught by Churchill in order to update an 
accumulation reward account (i.e. restoring any reward that was redeemed), when 
products are returned to a merchant, as taught by Sukeda . 

Furthermore, Official Notice is taken that it is old and well known in the promotion 
art that vendors have expiration limits in allowing refunds (e.g. 30 days) and also that 
Faikowski teaches that it is old and well known in the promotion to override the 
expiration limit of coupons (see col 19, lines 55-67). Therefore, it would have been 
obvious to a person of ordinary skill in the art at the time the application was made, to 
know that Fowler would modify his invention to override of the expiration limit of 
coupons, as taught by Faikowski in order to provide better customer service. 

Fowler teaches a system where merchants create loyalty programs where users' 
behavior such as one or more purchases from a merchant, one or more purchases of 
specified goods from a merchant, one or more purchases of specified values from a 
merchant or a combination of these over a time period grants a user a reward (see 
paragraph 29). Fowler teaches that said rewards can be redeemed for cash, token, 
discounts on purchased products such as a coupon and where said redemption is 
premised upon any appropriate criteria, such as threshold point accumulation, threshold 
dollar value accumulation, acquisition of goods or services as stipulated by campaign 
rules (see paragraph 88). Therefore, due to the fact that in the Fowler 's system, 
merchants reward users based upon said users accumulation of purchasing of certain 
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products, or product value or a combination, then, Fowler 's system tracks product 
returns and amount of returns (see paragraph 23) in order to keep track and update 
cumulative data, such as the number of transactions over time, the number and type or 
products purchased, purchases items and prices (see paragraph 23). Therefore, if for 
example, a merchant in the Fowler 's system creates a loyalty program with a threshold 
product count accumulation (see paragraph 88) of three (3) products for a period of time 
of one month to obtain a 10% discount, then, if for example, a user in the Fowler 's 
system purchased three (3) products in a period of one month, such as product A for 
$10, product B for $20 and later in the month product C for $30, then the user's product 
count accumulation would be three and would have met the threshold product count 
accumulation (i.e. 3) which would allow said user to receive a 10% discount on a 
purchase product (i.e. $30 x 10% = $3). Because the threshold product count 
accumulation was met (i.e. 3) and the discount was redeemed, it would have been 
obvious to a person of ordinary skill in the art at the time the application was made, that 
Fowler 's system would reset the user's product count accumulation (i.e. escrow 
account) from three to zero as the reward was redeemed for said three purchased 
products. Therefore, if for example, later in time said user returns products B and C, 
then it would have been obvious to a person of ordinary skill in the art at the time the 
application was made, that the Fowler 's system would reverse the previous transaction, 
as the user did not purchase products B and C so said products cannot be counted in 
the user's product count accumulation and would return the user the purchased price of 
product B ($20) and the purchase price of product C ($30) less the discount of $3. It 
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would have been obvious to a person of ordinary skill in the art at the time the 
application was made, that Fowler would subtract two products from the user's product 
count accumulation, which had a value of zero, therefore, storing a negative number 
(i.e. -2) (i.e. escrow account), which would simply means that the user would need to 
purchase two more products to meet the threshold redemption accumulation which is 
three, as the previous transaction was reversed due to the returns of products B and C 
and the user would be placed in the previous position where said user was, which was 
that said user had only purchased product A and needed to purchased two more 
products to be able to redeem a reward. A product return simply means reversing a 
previous transaction. Therefore, it would have been obvious to a person of ordinary skill 
in the art at the time the application was made, to know that Fowler would modify his 
invention to keep track of any reward redemptions that have been granted and any 
credit card transaction that is subsequent reversed by a matching credit card 
transaction (e.g. return, adjustment, etc) would have its initial related rewards earning 
reversed (i.e. nullified), even if that reverse transaction happened after the credit card 
account had issued a statement to the customer or the initial reward has been 
redeemed, thus, it may be possible to have negative reward balance, as taught by 
Sukeda in order to prevent customers to earn awards by purchasing a product and later, 
returning said product. Furthermore, it would have been obvious to a person of ordinary 
skill in the art at the time the application was made, to know that Fowler would modify 
his invention to keep track of any reward redemptions that have been granted in view 
that the claimed invention is merely a combination of old elements, and in the 
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combination each element merely would have performed the same function as it did 
separately, and one of ordinary skill in the art would have recognized that the results of 
the combination were predictable. Therefore, contrary to Applicant's argument, the prior 
arts teach Applicant's claimed invention. 

The Applicant challenges the Official Notice. The Examiner answers that old and 
well known in the promotion art that vendors have expiration limits in allowing refunds 
(e.g. 30 days). For example, the Examiner had bought items in computer stores prior 
Applicant's filing date, where the invoice indicates that there is a 14 day limit for returns. 
Therefore, contrary to Applicant's argument, the prior arts teach Applicant's claimed 
invention. 

Conclusion 

THIS ACTION IS MADE FINAL Applicant is reminded of the extension of time policy 
as set forth in 37 CFR 1 . 1 36(a). 

A shortened statutory period for reply to this final action is set to expire THREE 
MONTHS from the mailing date of this action. In the event a first reply is filed within 
TWO MONTHS of the mailing date of this final action and the advisory action is not 
mailed until after the end of the THREE-MONTH shortened statutory period, then the 
shortened statutory period will expire on the date the advisory action is mailed, and any 
extension fee pursuant to 37 CFR 1 .136(a) will be calculated from the mailing date of 
the advisory action. In no event, however, will the statutory period for reply expire later 
than SIX MONTHS from the mailing date of this final action. 
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Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to DANIEL LASTRA whose telephone number is 571-272- 
6720 and fax 571-273-6720. The examiner can normally be reached on 8:00-5:00. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, JOHN WEISS can be reached on (571) 272-6812. The official Fax number 

is (571) 273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for published 
applications may be obtained from either Private PAIR or Public PAIR. Status 
information for unpublished applications is available through Private PAIR only. For 
more information about the PAIR system, see http://pair-direct.uspto.gov. Should you 
have questions on access to the Private PAIR system, contact the Electronic Business 
Center (EBC) at 866-217-9197 (toll-free). 

/DANIEL LASTRA/ 

Primary Examiner, Art Unit 3688 

January 21, 2012 



